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distribution would be quite different from '^hat they
are.     It is therefore to be expected that th

which it operates will require investigation in
of foreign trade. It has been already noticed (pp. 30,
,31) that the law of diminishing return tends to restrict
sthe sphere of international trade. What has now to be
considered is the reaction of foreign trade on an in-
dustry subject to that law. The effect of increased
demand will naturally be to lower the margin of
cultivation, to increase the cost of production, and to
permit of the obtaining a larger amount of rent on
the proceeds of the particular industry : in fact, the
results are precisely the reverse of those to be expected
where a country imports raw materials (p. 101).
The most important instance of this kind will be
found in the case of a food -exporting country. The
effect of foreign trade is to bring worse soils into
cultivation, and to raise the value of food, thus per-
mitting of an increase in the amount of agricultural
rent. In this instance, the labourers, and possibly the
capitalists, may suffer while the landlords gain.1

In practice, however, the effect on the margin of
cultivation will be modified by the fact that the
imports will be obtained, in general, at a cheaper rate

1 The results stated in this and the succeeding paragraph have
been independently reached by Professor Loria (Statistical Journal,
vol. L. pp. 408-420). In a developed and exaggerated form they are
the basis of the ingenious argument for protection contained in
Professor Patten's Economic Hasis of Protection, chap. v. According
to him, "The policy of free trade has the same e licet on a new, pro-
gressive nation, like America, that would result from a large increase
of its own population. . . . There will result a lower margin of
cultivation and higher rents" (Economic Basis, pp. 47, 48). See also
Rabbeno, Protezionismo Americano, p. 503, and the discussion of
Sftlg wick's and Professor Edgeworth's views in Appendix C.